FISCAL NOTE

Bill #: HB441 Title: New jobstax credit
Primary
Sponsor: Gary Matthews Status:  Introduced
Sponsor signature Date Chuck Swysgood, Budget Director Date
Fiscal Summary
FY 2002 FY 2003
Difference Difference
Expenditures:
General Fund $20,241 $0
Revenue:
Genera Fund $0 $(745,500)
Net Impact on General Fund Balance: $(20,241) $(745,500)

Yes No Yes No
X Sgnificant Locd Gov. Impact X Technicd Concerns
X Included in the Executive Budget X Sgnificant Long- Term Impacts
X Dedicated Revenue Form Attached X Family Impact Form Attached
Fiscal Analysis
ASSUMPTIONS:

1. Thishill providesfor a“job gainstax credit”, that gppliesto al new jobs created after December 31, 2001
(TY2002). Thereisno impact from thishill in fisca year 2002.

2. The credit would be equa to $150 for each qudifying job for the first five yearsthat ajob isfilled in
counties of the first and second class, and $300 for each qualifying job in al other classes of counties with
apopulation of less than 15,000 people.

3. Toqudify, the job must be permanent/full-time (2,080 hours), and pay awage that is at least 150% of the
federd minimum wage. Thistrandatesinto ajob that pays at least $16,380 per year.

4. Under current law, over the period 2002 to 2006 there will be an average of 8,500 new jobs created in
Montana each year (DOLI). Of thesejobs, 4,142 will qudify for the credit because they pay in excess of
150% of the minimum wage (DOR).
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(continued)

5. 80% of total population residesin Class 1 and Class 2 counties, 20% residesin dl other counties. The
qualifying new jobs created each year are distributed 80% to class 1 and class2 counties, and 20% to
remaining counties,

6. A tota of 3,314 jobswill be granted atotal credit of $497,100 (4,142 X 80% X $150 = $497,100); and a
total of 828 jobswill be granted atotal credit of $248,400 (4,142 X 20% X $300 = $248,400), for atotal
annud credit under this proposal of $745,500.

7. The Depatment of Revenue will incur additiond adminidirative expense of $20,241 to implement the
provisons of thishill. These expenses cover cogts associated with adding a new line to income tax forms,
and data processing changes needed to capture the informetion pertaining to the credit.

FISCAL IMPACT:

FY 2002 FY 2003

Difference Difference
Expenditures.
Operating Expenses $20,241 $0
Funding:
General Fund (01) $20,241 $0
Revenues.
General Fund (01) $0 $(745,500)

Net Impact to Fund Baance (Revenue minus Expenditure):
General Fund (01) $(20,241) $(745,500)

LONG-RANGE IMPACTS:

The bill providesthat the credit for anew job can be clamed each year for five years following cregtion of the
job. If dl of the new jobs created remain in place for five years, then the credit will grow to $1.5 millionin
fisca 2004; to $2.25 million in fisca 2005; to $3 million for fisca 2006; and will pesk a $3.75 millionin
fiscd 2007.

TECHNICAL NOTES:

1. Thebill does not specify who isto receive this credit (e.g., the employer?).

2. Thetitle of the bill indicates that the legidation would provide arefundable tax credit, but the languagein
the bill providesthat “If the credit granted under this section exceeds the taxpayer’ s liability for the tax year,
the amount of the excess may be refunded to the taxpayer.” To ensure arefundable credit the language should
read the excess must be refunded to the taxpayer.

3. If the credit isarefundable credit, thereis no need to provide for language referring to “any job gains tax
credit carryovers’, asisdonein Section 1(1)(b), as there would be no need for carryovers with arefundable
credit.

4. Thebill providesfor acredit of $150 for each qudifying job for thefirst 5 yearsthat ajobisfilled in
counties of the first and second class. The hill provides for a credit of $300 ayear in dl other classes of
counties. Thebill isnot clear if this second credit is to continue indefinitely, or isaso subject to the 5 year
limitation placed on credits granted in first and second class counties.

5. The credit of $300 in dl other classes of countiesis limited to just those counties with populations of less
than 15,000 people. In some years this would diminate some counties for digibility to receive the credit.




